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THE PRESIDENT®S SCHEDULE

Friday - December 15, 1978

7:30
(90 min.)

9:00

9:30
(2 hrs.)

)1:30

4:00
(45 min.)

7:30

7:45
(Approx.)

‘Breakfast with Vice President Walter F. Mondale,

Cecretary Harold Brown, Dr. Zbigniew Brzezinski
and Mr. Hamilton Jordan - The Cabinet Room.

br. Zbigniew Brzezinski - The Oval Office.

4

.Budget.Review Session. (Mr. James<McIntyre),

The Cabinet Room.

Mr. Jody Powell - The Oval Office.

Interview with Time. (Mr. Jody Powell).
The Oval Office.

Greet Guests Attending 30th Anniversary Dinner
for Mr. and Mrs. G.C. Davis, Jr. - State Floor.

Depart South Grounds via Helicopter en route
Camp David,



THE WHITE HOUSE
WASHINGTON

15 Dec 78
Jim McIntyre

: THe attached was returned in the
President's outbox today and is

- forwarded to you for appropriate

- handling. '

- Rick Hutcheson
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MEETING ON THE 1980 BUDGET

Friday, December 15,11978
9:30 A.M. (two hours)
The Cabinet Room

From: James T. MCIntyre,;Jr‘%},qn-—

PURPOSE _
A meeting regarding.the fiscal year 1980 budget, including an
oral appeal of the Department of Health, Education, and Welfare

~and OMB budget recommendations for the Department of Agriculture's

Food and Nutrition Service. The Food and Nutrition Service is not
appealing OMB budget recommendations. ‘Supporting materials are
included in the attachment.

PARTICIPANTS ' -
The Vice President James McIntyre
Stuart Eizenstat John White
Frank Moore : Bowman Cutter
Jack Watson . Dale McOmber
Charles Schultze . Suzanne Woolsey
Alfred Kahn : o Secretary Joseph Califano -
Anne Wexler . ' Hale Champion
Hamilton Jordan ' . Fred Bohen
Jody Powell _ Ben Hefneman, Jr.
Gilbert Omenn ' _ " Karen Davis
Herky Harris : Frank Press

Robert Dietsch

. Attachment
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Department of Health, Education; and Welfare =
Presidential Appeal Summary .§
1980 Budget
($ in millions) - §
1979 - 1980
_ _ , ~_ Initial = HEW : Initial HEW
Budget Authority Request Decision Appeal Recomm. Request Decision Appeal Recomm.
Relatively uncontrollable |
programs: o ' S ‘ : .
Social security (OASDI).101,530 102,496 102,496 102,496 118,473 118,387 118,387 118,387
Other.........c..cceveve. 59,386 58,928 59,371 59,198 65,586 65,190 65,707 65,435
Subtotal......eeneenn 160,916 1e1,424 161,867 161,694 184,059 183,577 184,094 183,822
Relatively controllable , _
Programs........... ev+e.+_ 23,398 22,080 22,602 W22*247 24,091 19,993 22,748 _21,758
' I (Y3 - v , N T
Total HEW BA...... srevec-:184,312 183,504 184,469 I83,941 208,150 203,570 206,842 (205,580~
Presidential appeal~NIH; o + . 199 S + - 178
Outlays | ot B
Relatively unccntrollable’ ,
programs:. . ‘ : S )
Social securlty (oAsDI).103,953 103,992 103,980 103,992 113,515 ‘114,456 113,563 114,186
Othernoooo.oo-..--'v-o'. 56 741 56’._436 56’730 56I707 __63,000 60’924 ;,61I023 61!169
Subtotal....;,3.......l60}694 160,428 160,710 160,699 175,515 175,380 174,586 175,355
Relatively controllable ' _ i , o :
PrOgYamMS . esesesoceecs ceves 20,272 20,017 20,220 20,103 22,573 20,827 _21,754 _21,071
Total HEW outlays.........180,966 180,445 180,930 180,802 198,088 196,207 196,340 (196,426

Presidential.appealﬁNIH.
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'NATIONAL INSTITUTES OF HEALTH

OVERVIEW

During the 1979 appropriations process, Congress added $319 million
to your budget request for bio-medical research and $37 million for
for a child health research fac111ty to be constructed 6n the NIH

campus. At issue are:

-- Should the Admlnlstratlon request a rescission of oéne
half of the congressional increase in 1979 and continue
that reduced level of bio-medical research into 1980?

- Should the Admlnlstratlon seek resc1551on of the funds

‘sas'dds‘_i‘ad UORBAIOBEAJ 20}
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'Bio-Medical Research

(BA in millions)

. ; _ 1979 )
: January _ : - 1980
1978 Budget .. Appeal/ . OMB . - OMB
Appropriation Reguest Appropriation Recomm. Appeal Recomm.
cancer......... §$ 872 '$ 883 $ 942 - $ 913 $ 946 $ 913
Heart/Lung..... 448 453 - 509 479 515 479
All other...... 1,521 1,560 1,765 1,662 1,742 1,634
Total NIH*..... $2,841 $2,897 $3,216 4 $3,054 $3,204 $3,026

*Excludes child health facilities.

For FY 1979 the Congress increased the funding for bio-medical research from $2,897
million in the budget request to $3,216 million, an increase of $319 million. Included
in this total was $942 million for the National Cancer Institute, nearly thirty percent
of the total.

The Congress acted despite sustained Administration appeals to both Appropriations
Committees to hold down funding increases over the President's budget request. As

a result of our appeals to the Appropriations Committee, the final Conference figure
was $26 million below the Senate bill. OMB believes that one-half of the increase
over your budget request in 1979 should be proposed for rescission and that the 1980
level be held at approximately the same amount. Within these totals the amount going
to basic research would continue to be emphasized. :

HEW is opposed to the rescission because it is impossible to achieve and would be
directed toward a program which we believe is productive. Of the congressional
increase, more than 65 percent is targeted for expanded basic research activities.
This is in accord with the priorities expressed last year. . Even with the increased
appropriation, only about 50 percent of approved new and competing research grants
can be funded in 1979. In addition, although the congressional appropriation is 1l



percent over your orlglnal request for 1979, the real increase is only approximately
4 percent when discounted for inflation. :

HEW agrees with OMB that the budget recommended for 1980 should continue the 1979
program level that is finally agreed upon, and that we should fight hard to achieve
that objective. We acknowledge that this will be a difficult fight in any case,

one which would be exacerbated by a proposal to rescind a portion of the 1979
approprlatlon. :



Child Health Research Building
(BA in millions)

1979
Appropriation/ OMB
, Appeal . Recomm.
Child Health Research Facility...  $37.0 -0-

The child health research facility was not proposed in the 1979 budéetq It was
added by the Congress over the strenuous objections of the Administration.

HEW believes that there is a clear need for additional research space for this
institute to allow for expansion and consolidation of child health and reproduc-
tive research programs which have grown considerably. Space.available to the
National Institute of Child Health is currently the lowest per employee of any

of the health institutes (114 square feet per person)-.‘The Institute does not
have .a single building of its own, but is spread out in nine different locations.
This situation inhibits cooperation and coordination between scientists of various
medical dlsclpllnes -who should work together.

In addition, there is w1despread publlc support for a new fac111ty

HEW believes rescission is not only wrong on the merits but will be resoundingly
rejected by the Congress. :

OMB still questions the need for such a facility at a time of severe fiscal
constraints. OMB also has doubts that the building as currently planned can be
completed within the $37 million total estimated cost set by the Congress.
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Additional Entitlement Savings

overview

To meet the President's anti-inflation budget targets, HEW recommends three cost-
saving legislative initiatives in addition to items originally approved in the

OMB passback. ' OMB is supportive of these recommendations on their merit as desirable
reforms and because of the budgetary relief they promise -- if they are approved by
Congress. y ;

These proposals prov1de needed structural reform in the HEW budget. This constrained
budgetary period offers a rare opportunity to make basic reforms in these entitlement
programs -- reforms that will have a more. substantial structural. effect on the shape
of the HEW budget than reductions in discretionary programs. OMB has not agreed

to apply this savings to the HEW budget and believes that if they are accepted,-

consideration should be given to applying the savings to allev1atlon of the government-
wide outlay problem :

-= Savings from Entltlement Reductions Grow Over Time. One obvious advantage‘of
seeking reductions. in entitlement programs is .that these cuts yleld increasingly
large sav1ngs 'in the outyears.

. For example, one of the savings items HEW is proposing -- phasing out .
early retirement. under Social Security -- would yield net savings of
$205 million in FY 1980, $1.3 billion in Fiscal 1982, and a total of
$2.2 billion .in the period Fiscal 1980- 82. ' : ' ,

. The three entitlement. cuts that HEW is. prop051ng would yield net savings -
- of $l.billion. in Fiscal 1980, $2.1 billion in Flscal 1982 and a total of |
$§4.3 bllllon in the period Fiscal 1980 82. :

- Sav1ngs from Entltlement Reductlons are "Permanent".. The conventional wisdom
is "entitlement" cuts are customarily more difficult.to achieve than appropria-
tions reductions because they involve a change in law. But there is.an important
corollary. Once achieved, such entitlement reductions are much harder to reserve
than savings in discretionary programs, which, even if held down for one year,
can be easily increased through the appropriations process. in the next.




Both HEW and OMB acknowledge that passage of these reforms. ‘will be dlfflcult in
Congress. In the 95th Congress, however, we were successful’ in getting three
unpopular entltlement .changes =- tightening up retirement earnlngs test, limiting
retroactive . beneflts and ensuring . that retirees get benefit increases related

only to .increases in the cost of .living. 1In. addition, the. Congress 1ndependently _
put a cap on the minimum social security benefit, a dellberallzatlon we were

reluctant to propose.

These additional changes must also be consldered in light of. their future benefits.
The resultant.greater outyear savings offer the Administration reasonable choices
between social security payroll tax reductions in 1981 and budget room for alterna- .
tive program proposals or some combination of both. HEW believes .that if these
changes are not-made, entitlement program costs will continue to grow and squeeze
discretionary program:items intolerably; forcing even more dlfflcult and unsatis-
factory budget ch01ces.

At the same~t1me, these proposed initiatives must also be viewed astsupplementing

an existing package of cost-reduction initiatives already included in the allowance,
including proposals that are projected to save. $1.0 billion.in FY 1980 OASDI outlays,
and the Administration's renewed effort to win support for hospital cost containment
legislation.. The overall set.of proposals, including those discussed below,
inescapably touch large .numbers. of individual, future beneficiaries, and it is
reasonable, even in the new era of austerlty, to consider carefully how much can

be done- all at once.

HEW belleves that these cost—sav1ng entltlement reductlons, including those already
accepted in the allowance are examples of your stated intention to redirect misspent
dollars to those truly in need. B K -

The three HEW cost—reductlons proposals discussed 1nd1V1dually below would save
nearly 5500 million.in FY 1980 outlays, 'savings in subsequent years would grow
rapidly, mounting to $3.5 bllllon in FY 1984.




Terminate the $255 LUmp—Sﬁm Social Security Death Benefit: Net FY 1980 Savings --
$22]1 million. Proposal also permits permanent reduction of 1,000 in Federal work
force. . . .

The 5001a1 Security death benefit is costly and is now largely an anachronism.
its $255 value has not changed very much since it was first enacted in 1954.
It, therefore, no longer bears any relationship to its intended purpose =--
helping survivors of deceased workers meet the cost of termlnal 1llness and
funeral expenses.

If the maximum value of the benefit had kept pace with inflation it would have
been approximately $700 today. Or, looked at another way, the current $255
benefit would have had a purchasing value of $95 in 1954.

On the basis of llmlted ‘data, we know that about 45% of all "death" benefits

are paid directly to the deceased's estate, not to a surviving spouse. (Not

surprisingly, the mortuary industry has always supported continuation of this
benefit.) 37% of all "death" benefits are paid for individuals who die prior
to reaching retirement age, i.e., active workers who may own or be covered by
private life insurance.

For people with truly minimal resources for final arrangements, we propose a
death benefit in the SSI Program equal to an extra month's benefits. (Cost ==~
$7 million in FY 1980). Based on a needs test, this proposal would offer the
surviving spouse of low-income couples some assistance in meeting the costs of
death and burial. "Taking account of the cost of this modest, cushioning pro-
-posal elimination of the "death" benefit under Social Securlty will yield net
savings in FY 1980 of $221 million, growing to a net savings of nearly $400
million in FY 1984.

It is 1mportant to underscore that a key element of the cost of the death
benefit is its cost in terms of Federal employees--an estimated 1,000 staff
. years annually. Its termination is probably the single, most 51gn1f1cant
decision that can be taken in this budget to advance the President's goal of
control and reduction, wherever possible, of the Federal work force.




Eliminate Monthly $122 "Minimum" Benefit under Social Security for Future
Benef1c1ar1es. FY 1980 Sav1ngs -- $65 million. -

The Social Security "minimum benefit" was originally enacted. to provide a
"floor" award for people otherwise eligible but with minimal earnings covered

""by the Social Security system. Such people were initially seen as poor, inter-

mittent or marginal workers, and the "minimum" benefit was justified in terms
of its ability to- prov1de a class of poor, retlred ‘workers an assured minimum
income.

The Social Security. "minimum benefit" has also become an anachronism.

A person who has worked'regularly in employment covered by social security,
eVen-at,thevminimum wage, is eligible for social security benefits well :
above the minimun.- In fact, careful analysis has demonstrated that nearly
20% of all social securlty "minimum” benefit awards are paid not to very poor
people but: to "double/trlple dippers", many with middle and upper middle
incomes .predominantly in Federal State, local and non-profit employment that
is not presently part of the social. securlty system. In addition, 25-30
percent would have offsetting increases in SSI beneflts. . '

A 1979 study of retlred Federal civil servants, for example, revealed that
45% of all those drawing retirement as Federal workers were also receiving
some social security benefits; nearly one in three were rece1v1ng social

-security benefits at the "minimum" level. And those receiving the OASI

minimum benefit enjoyed a Federal pension averaging almost $500 per month,

Faced with this ev1dent distortion of orlglnal leglslatlve 1ntent Congress
froze the level of "minimum benefit" in the 1977 amendments. We think
Congress' decision last year suggests the receptivity that would greet a

- determined Administration effort to terminate it.

HEW proposes that the Admlnlstratlon eliminate the minimum benefit for future
beneficiaries only.

'tMnsproposal saves $65° milllon in FY 1980, savings that grow to $230 million

in FY 1984. 1In addition, it avoids the high administrative costs of adjusting
benefits for individuals already on the rolls.



Most 1nd1v1duals truly in need of a floor of retirement income support would
not be affected adversely by this proposal. They could apply for SSI benefits,"

‘which are means tested.: Those qualifying for SSI would receive a combined
- SSI/0ASDI benefit at least as high as those they would receive from OASDI

alone, if the minimum .were retained.

This proposal has been opposed on the grounds that it would transfer persons
from retirement benefits provided by social security to retirement benefits
provided on a welfare (SSI) basis. We believe the Administration can get
public credit for distinguishing between welfare and social insurance dimen-
sions of the present social security entitlements as well as obtain the savings
that result from stopping the payment. of benefits, weighted to help the poor,
to people who do not meet the test of need. Our proposal has that clear
purpose as its rationale. )

: Gradual Phase-Out of Age 62 "EarlyﬁRetlrement" Option Under OASI: FY 1980
'Savings--$205 Million. ,

A steadlly increasing proportlon of American workers in the 62- 64 age range
are electing to retire early with reduced benefits under social security. 1In
calendar 1975, 64% of all retirement claims came from persons electing "“early -
retirement", up from 49% that had elected this option as recently as 1965.
This demographic reality now dominates a life-style option originally designed
for individuals in their early sixties whose health or basic skills had
deteriorated to the point where their ability to work was clearly marginal.

The availability of early retirement with reduced benefits encourages early
retirement for many still. productlve and healthy at a time when the nation's
population as a whole is aging, is staying healthy longer, and even living
slightly longer. It adversely affects the adequacy of benefits for these -
people as they grow older, and leads to pressures for general benefit increases.

We recommend a 6-year phase out of the early retirement feature of the social

-security program. The OASI element of our proposal would save $300 million in.

FY 1980, and slightly more than $3 billion annually in FY 1984. For the much
smaller group that are no longer able to obtain work at age 62, we propose that
the eligibility age for the SSI program be lowered from 65 to 62. This

SSI liberalization adds $95 million in costs, reducing net FY 1980 savings to
$205 million. ($2.8 billion net savings in FY 1984.)




The effect of this gradual, 6-year phase out of the early retirement option,
would not be sharp, even on those individuals now near age 62. Under our
proposal, moreover, anyone now 58 or older (through age 64) would continue to

have the option of planning on some definite portion of the early retirement
optlon, if that proved to be thelr choice.: .

We believe this is the time ~-- programmatically and socially =- to push for
this social security reform. It leaves to SSI -- as does our proposal for
prospective elimination of the minimum benefit and the lump sum death payment
-- the welfare respon51bllity for those who can show need, and it removes

them from the trust.fund insurance programs -- a change that many congressional
spokesmen of both parties suggested during: the f1nanc1ng debates of 1977.

Our proposal does not reduce the aggregate amount of beneflts an individual
will receive during his retirement years. 1Indeed, the delay in the receipt
of benefits will ultimately increase the size of the individual's benefit
when he does retire. Because of this feature, we believe this proposal is

- preferable to other alternatives that would result in real benefit reductions.

Our proposal will also result in long-term admlnlstratlve simplifications,
reducing SSA's future employment needs.
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EDUCATION OF HANDICAPPED CHILDREN |

HEW and OMB agree on an amount for this program which is defens1b1e, but which w111 br1ng some
criticism from the Congress the States’, "and the education, const1tuency .

Background

The Educat1on of the Hand1capped Act prov1des grants to States to he]p pay for the extra costs of
educating handicapped children, but at the same time imposes costly requirements on participating
States. Many of those requ1rements are also imposed by section. 504 of the. Rehabilitation Act. The
appropriations authorization is based on a percentage of the extra costs 1ncurred in meeting these
requ1rements. The percentage increases each year, : o

In the first ‘two years of ‘the program - f1sca1 years 1977 and 1978 -- the Congress appropr1ated funds S

sufficient to fund the percentages of excess costs authorized for those years: five percent and ten
percent, respectively. In FY 1979, the. Administration was _successful in containing. the percentage of
excess. costs by offering .an inerease from 10 to 12 percent ‘which the Congress adopted. . The appropr1a- i
t1ons _have grown from $465 mi111on for FY" 1977 to $804 m1111on for FY, 1979 - ‘

FY 1980 Budget

For FY 1980, both HEN and OMB have agreed on a budget of $862 m1111on wh1ch would ma1nta1n the current'
Federal cost-shar1ng at about 127 percent even though the authorizat1on ‘will increase to 30 percent

Th1s budget pol1cy w111 requ1re an increase of $58° m1111on over the 1979 appropr1at1on of $804 m1111on‘ o

because both per pup11 costs and the number of children to be served are expected to 1ncrease ‘The
budget, howeyer, is based upon conservat1ve assumpt1ons about these. var1ab1es .

1) Increased costs are estimated at 7 percent, cons1stent w1th the Adm1n1strat1on S wage
. and price guidelines, instead of 9 percent. currently projected by the National Center
for Education Statistics and .the 9-10 percent increases of the past two years. We :
believe this percentage is defens1b1e in Tight of the Adm1n1strat1on S ant1 inflation
campaign.



2) The additional number of chi]dren to be served is be1ng est1mated at only 150,000 on
a base of 3.8 million despite evidence that States are not fully complying w1th the

law's mandate to serve all handicapped children and extens1ve efforts by HEw to enforce
the law. We be11eve that th1s estimate. can be defended. .

- .

The Administration 1s 11ke1y to rece1ve two bas1c cr1t1c1sms from the Congress, the States and the
const1tuency. ‘ , _ ,

1) The Federa] Government is not shar1ng enough in the add1t1ona1 costs of educating

handicapped children. This could 1nv1te the Congress to fund the program at a much
higher percentage. :

2) The States are being asked to find and serve additional children“but the Federal Government
is not willing to meet its legislatively authorized share of the costs. States and 1oca11t1es
may interpret the action as either an effort to shift the burden .on the States or as a

lessening of Federal commitment to meeting the needs of the hand1capped and reduce their
efforts accord1ng1y. ' '

However, we be11eve that -the budget request can be defended as ma1nta1n1ng 1ast year S 12 percent

funding Tevel for ‘a -program which has'experienced rap1d growth in: rea1 do11ars in .recent years in
a year 1n which resources are 11mited ,



USDA--Food and |
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Food and Nutrition Service
1980 Budget Summary
($ in millions)

Department ‘griculture R '

1979 Estimate o 1980 Estimate

1978 Tnitial OMB . Initial OMB

actual - request Recommendation = Request Recommendation
Budget Authority.. $8931  $9005 $9389 . $10,814 $10,481
OutlaySeeseesecones 9046 8964 - 9349 10,659 . 10,192
. i

FTP Employment.... 2337 2445 12287 : 2,337

* Within USDA's overall personnel ceiling.

° Major Decisions

Rather than (1) reduce benefits for the poor or (2) increase Federal outlays to fully
finance inflated food costs of current programs, USDA and OMB agreed to:

Seek legislation to set fiscal sanctions for food stamp program maladministration
--excessive errors (1980 savings: -$122 million or more). Underpayments and
denials will count as errors to assure due process for beneficiaries. Our
objective is to prompt States to better manage the program and eliminate food
stamp fraud and abuse. OMB believes this will reduce food stamp errors by more

than 50% within 5 years. This parallels the AFDC sanctions Secretary Califano is
seeking by regulation. o : , S

Reduce meal subsidies for middle and upper income children and eliminate
fraudulent requests for reimbursement (-$500 million from a base of $3 blllion)
and target federal resources on the needy. o

Ellminate special milk subsidies in schools where milk is already federally
subsidized in the school breakfast or lunch program (savings: -$110 million.)

Increase the Women, Infants and Children (WIC) food pregram (+$200 million) to

$750 million in 1980 as agreed upon when you signed the 1978 Child Nutrition
Amendments. e :

S ummary

The 1980 requeet‘is $840 million less than 1980 current services -- a reduction ofﬂ7%.
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THE WHITE HOUSE

WASHINGTON

December 7, 1978
MEMORANDUM FOR THE PRESIDENT
FROM: - 8TU EIZENSTAT
JACK WATSON
SUBJECT: Secretary Harris' Housing Simplification-Proposal

v

When Secretary Harris met with you to review her proposed
recodification and simplification of the housing laws,
you indicated that she should not discuss its contents with

Congress or outside groups untll you had rev1ewed this issue
with your staff

We believe that the recodification of current housing laws
may be a.desirable initiative, but it is impossible to identify
the most serious political or substantive problems without
consulting with Congress on specific elements of the proposal.
We recommend that you authorize us to permit Secretary Harris
and White House staff to have exploratory discussions with
- Congress and outside groups, subject to the understanding that
" such discussilons do not reflect an Administration decision to
move ahead with a housing simplification proposal.

OMB's major concern is that the present proposal appears to

go beyond mere simplification to make substantive changes
which could be undesirable as well as compound the difficulty
of achieving enactment. Secretary Harris' view is that there .
are no substantive changes, and that the Secretary would be
willing to modify or delete any provisions which did in fact
,involve;substantive-changes of law. <Consequently, in
discussions with outside groups it should be stressed that

our sole interest is the p0551b1e simplification of ex1st1ng
substantive prov151ons.

It would be useful to commence such discussions immediately

so that we can make an 1nformed recommendation to you 1ater
this month.

OMB is willing to agréé with this approach.
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WASHINGTON

~

December 14, 1978 R Q

'MEMORANDUM FOR THE PRESIDENT
VICE PRFSIDENT

FRoM: | ' , | FRANK MOORE;W/HK

SUBJECT: . _STATE OF THE UNION MFSSAGE

The State of the Union is scheduled tentatively for
Monday, January 22. It can be rescheduled later in
that week or as early as Wednesday, January 17.

cc: Zbigniew Brzezinski
Hamilton Jordan -
Jody Powell
Jerry Rafshoon
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 UNITED STATES SENATE -
WASHINGTON, D. C. 20510, | )

JOHNGLENM‘
OH10 _ _ .
December 14, 1978

The President '
The White House
Washington, D.C. 20500

Dear Mr. President:

Within the next few days, you will be making your first appoint-
ments to the Interstate Commerce Commission. Among the names now- under
‘final consideration for recommendation to you is that of one of my chief
aides, Reginald Gilliam, Jr.

Reg is a young Black man who has served me with great
distinction the past four years. Prior to that he served with equal
distinction on the faculty of Williams College. He holds a degree from
Harvard Law School. He has been supported in his candidacy by virtually
every major national Black organization and by distinguished individuals
such as Clarence Mitchell, Ben Hooks, Vernon Jordan, Andy Young, CLiff
Alexander to name a few. The ICC has not had a Black commissioner in its
90 year history. » -

Your aides Tim Kraft and Frank Moore are familiar with this as I
have discussed it with them personally. Louis Martin also is very
. familiar with the situation. Reg has worked with me in my heavy in-
volvement in the regulatory and minority business development areas. He
is thoroughly competent and politically skilled. Hisvappointment would
prove to be a credit to your administration as well as an invaluable
aide in your efforts to fight inflation and to modernize transportation
regulation. . ' ‘

I strongly urge this appointment, it is.very important to me.

"Sincerely,

"United States Senator
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Reginald E. Gilliam, Jr.

33 years old

A.B. Cumlaude Lincoln University, Pennsylvanla 1965
J.D. Barvard Law School 1968 )

Staff Attorney, Legal Services Program, 1968 -69
Assistant Professor, State University of New York at Albany 1969~ 72

Assistant Dean of the College and Lecturer in Law andaPolltlcal
Science, Williams College, Williamstown, Massachusetts, 1972-75.
Taught and developed four courses in Law and Politics. Author

of book, "Black Political Development,” numerous articles. Numerous

political activities.

Legislative Assistant to Senator John Glenn 1975-78.

Responsible for Senator Glenn's staffwork in following areas:
minority business development, small business, labor relations,
civil rights, federal regulatory policy, state and local government
and transportation regulatory policy.

Transportation, Regulatory and Small Business Development
Activities for Senator Glenn:

1) staffwork, all of Senator Glenn's activity on minority
business development, contracting and procurement and governmental
organization in minority business (includes hearings staffed, bills
and amendments drafted, constituents represented).

2) Current staffwork for Glenn, Senate Government Affairs
Committee, Regulatory Reform Part V, Transportation. Hearings on
a major bill expected this summer. Bill deals with a national
transportation policy organizational framework. '

3) Staffwork, Senator Glenn's position and constituent work
of Ohio truckers seeking Temporary Operating Authority before the
ICC. Includes RECORD statements, GAO report analysis letter
preparation.

4) Staffwork, Senator Glenn's efforts to develop a more
coordinated urban transportation policy. Includes a drafted bill
and letters to 5 cabinet members.

5) Staffwork, Senator Glenn's effbrts to inorease
: transportatlon—related training among. hard-core unemployed.
Includes CETAR amendment drafted. .

6) Staffwork, Senator Glenn's co-sponsorship of S. 17%4, a
bill to require regulatory agencies to make distinctions on regulator
matters and requirements with respect to small businesses.

7) Staffwork, Senator Glenn's work on Trucking Safety.

~_ 8) staffwork for Senator Glenn on Impact of 4-R Act,
Railcar shortage. -
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* WASHINGTON

'MEETING WITH SENATOR HOWARD BAKER

Friday, December 15, 1978.
11:30 a.m. (20 minutes)
oval Offlce

From: Frank Moore/-m /ﬁx

Zzbigniew Brzezinski /fzjgs
o . '

I. PURPOSE : To dlscuss his forthcomlng trip to the
’ Soviet Union. :

IT.. _BACKGROUND, PARTICIPANTS & PRESS PLAN:

A. 'Background: Senator Baker is going to the
- Soviet Union on Janvary 4. He will be
- accompanied by Senators Danforth, Garn,
Hayakawa, and Tower.

Earlier this week, he told Dr. Brzezinski
that he intended to discuss SALT. He is
trying to get appointments with Brezhnev -
and Kosygin. Per your instructions, we have

helped him. to get an official 1nv1tat10n from
the Soviets. :

He told Dr. BrZezinskl that he intends to
tell the Soviets that there will be a genu1ne,.
_open discussion on SALT.

B. 'Part1c1pants: Frank Moore, Dr. Brzezinski

C. Press Plan: White House photo

III. TALKING POINTS:

As appropriate



THE WHITE HOUSE
WASHINGTON

Dec 14, 1978

Rick:

The President should see this before
the HEW budget appeal tomorrow morning.
Since this is our review of the OMB and
HEW positions, I don't believe it should
be staffed out to OMB.

OMB has a copy of the memo.
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THE WHITE HOUSE

WASHINGTON
' December 14, 1978

MEMORANDUM FOR: THE PRESIDENT

FROM: Frank Press ?p
SUBJECT: HEW Appeal Sess1on on NIH, December 15

‘The $3B per yearxNIH;Budget supports numerous programs
within each of the 11 National Institutes of Health and the
other components of the NIH. The research product1v1ty and
practical applications from NIH-supported work in the nation's
research centers have been first rank, and billions in
health costs have been saved by such breakthroughs as the
polio vaccine, the TB drugs, and the decreases in coronary
heart disease and stroke. The budget for NIH has grown
substantially in the last decade. Nevertheless, the per-
centage growth from 1968 through the FY79 request is not as
much as commonly believed: 162% for the NIH overall, (133%
for direct support of research) compared with 186% for all
Federal outlays, 174% for GNP, and 116% for the Consumer
Price Index. '

Your Administration has become identified with a policy of
rebuilding the basic research strength of the nation. The
NIH represents a very substantial portion (about one third)
of the total Federal basic research budget. Therefore, your
decision on NIH will strongly influence the overall basic
research p051t10n in your FY80 budget. I believe the OMB
proposal is too severe. I recommend :

1) That the proposed rescission be made smaller in order to
have any chance of acceptance in the Congress. Political
soundings suggest that the very recent appropriation by the
Congress will be sustained. There may be some value in
underlining your anti-inflation effort with a selective
rescission, perhaps on the order of $50-80M of particularly
objectionable items. The OMB staff can make such suggestions.

2) An increase of 5% only for the science base of NIH; this

is equivalent to a 3.6% increase in the total NIH budget for
FYB80 over the FY79 appropriation of $3.2B. This represents

a decrease in real research support for FY80. A fall back
p031t10n would be to straightline. NIH at the FY79 appropriation.
This is essentlally Joe Califano's request.

Overall R and D for FY80 will increase by only a few percent,
less than half the rate of inflation, due to cutbacks in
development. Growth of the relatively small basic research
.component (13% of overall R&D) may -be seen as honorlng your
commitment to research.
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: o THE WHITE HOUSE

s WASHINGTON

December 14, 1978

MEMORANDUM FOR THE PRESIDENT

~ FROM: ~ ' LOUIS MARTIN //

SUBJECT:  HOWARD UNIVERSITY

Protests over a proposed cut of $2.3 million to the budget
of Howard University have been received from Clarence
Mitchell and a host of Black leaders. Such a cut does not,
in my view, save enough money to risk the political damage °
that will ensue. Pledges to help Black‘colleges have been
taken seriously. Sensitivity in this field is perhaps
greater than. 1n any other area of Black concern.
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THE WHITE HOUSE
WASHINGTON.
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Stu Eizenstat

‘Zbig Brzezinski

Jim McIntyre
Charlie Schultze

The attached was returned in the
President's outbox: today and is

forwarded to you for your information.

Rick Hutcheson
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THE WHITE HOUSE
WASHINGTON

15 Dec 78
To Secretary Blumenthal
- The attached was returned in the
President's outbox today and is
forwarded to you for approprlate
handling.

Rick Hutcheson -
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'-WASAHING:TON 20220

December 14, 1978

MEMORANDUM FOR THE PVREESIDEN(T‘

Subjectj- Treasury note issue denominated in Deutsche marks

The Second Liberty Bond Act authorizes me -- with your
approval -- to borrow funds by issuing Treasury notes,
including notes denominated in foreign currencies. As part
of your dollar defense and in accordance with my November 1
301nt statement with Chairman Miller, we are scheduled to

- issue up to approximately $1.5 bllllon in Deutsche mark
denominated Treasury notes.

‘We plan- to issue notes in both three and four year
maturities which will bear interest at rates of 5.95 percent
‘and 6.20 percent, respectively. The notes will be available
only to German residents in amounts of DM 500,000 or multiples

- thereof. . Assignments of. the notes may also be made only to .
German res1dents. Acquisition of any interest in the notes
may not be financed by borrowings outside of Germany. 'The
notes are scheduled to be issued and paid for on December 15.

Under establlshed practice, we do not ‘advise you of each
‘pending issue of Government securities. However, in view of
the unigueness and importance of this German issue, I thought
I should do so in this case and request that you record your
approval. Any further issues denominated in foreign currencies

" in the future will be administered in the regular way.

L

Approve _ '_ L Disapprove

S

W. Michael Blumenthal
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THE WHITE HOUSE
WASHINGTON

12/15/78
Mr. President:

Mrs. Carter says it's up to
you. Rafshoon strongly
concurs.

Phil Wise says that it would
be late winter or spring
before this could be
scheduled.

Stu adds that the event would
be a useful political outreach
to the scientific community,
"which believes it has been
largely ignored since
Kennedy's Administration."

Rick
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THE WHITE HOUSE

WASHINGTON

December 13, 1978

MEMORANDUM TO: = THE PRESIDENT

Stu Elzenstat

FROM: Frark Press ¥ S;[
SUBJECT : 'White House Affair for Nobel Prize Wlnners

There has been no substantive Presidential recognition of American
Nobel Prize wimners since 1962 when President and Mrs. Kemnedy hosted
a White House dimner in their honor. In addition, other prominent
Americans from science, education and the arts were invited. This
was the occasion of Kemnedy's famous line "'This is the most extra-
- ordinary collection of talent, of human knowledge, that has been
gathered together at The White House, w1th the possible exceptlon
of when Thomas Jefferson dined alone."

'Nobel Prizes are awarded in Physics, CheiniStry,, : Medicine, Economics,
Peace and Literature. Americans win most of the awards in the first
four categories and a goodly mumber of the others (this year, six

out of nine). Our strong showing brings great credit. to our Natlon
as a world leader in sc1ence and culture.

We recorrmend that you- and Mrs. Carter host a White House evenlng
affair for American Nobelists with :a few additional prominent
Americans .drawn from science, education and the arts. This would

be a gala affair in honor of our country's intellectual contributions

to the world. It would involve approxmately 150-200 people, including
perhaps 75 Nobelists and their wives.

President approves

O.t'her
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THE WHITE HOUSE

WASHINGTON

December 13, 1978

Mr. President:

This would not only be a useful political
outreach to an important constituency but

is substantively important as well. The
scientific community properly believes it

has been largely ignored since Kennedy's
Administration, that its contributions are
unrecognized, and-that the spirit of innovation
(with Presidential impetus) is dwindling.

Such a function could address these concerns

directly.

Stu Eizenstat
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MEMORANDUM FOR THE PRESIDENT - /
FROM:  THE VICE PRES'IDENTQ)%

SUBJECT: _" REQUESTS FOR MEETINGS ON THE BUDGET

As you know, several key constituencies have asked for an
opportunity to offer their advice on the budget decisions
which you will be making. Although individual representa-
tives have consulted or will consult with Jim McIntyre,
senior staff, or agency heads, it is important that leaders
of these constituencies have a sense of participation in

the process, including an opportunity for discussion directly
with you. " These opportunities should be limited to a few
meetings before final budget decisions.

On behalf of the Executive Committee and in order to avoid
a series of random requests on your time, I would like to
propose the following meetings over the next three weeks
based on the senior staff's recommendations:

1. Women: Sarah Weddington proposes a meeting with
a broad spectrum of women's leaders. The Advisory
Committee meeting will be scheduled for early
January. However, there are significant individuals
who are not a part of the Adivsory Committee who are
also more apt to be supportive of Administration
efforts, especially if included in consultations.

2. Liberal and Social Services Groups: Patsy Mink,
on behalf of the Americans for Democratic Action
and 23 other liberal, religious, social welfare,
and labor groups, has asked for an opportunity to
meet with you to review the FY 80 budget I have

- some concerns about the specific mix of groups she
suggests. Staff level consultations will be
necessary before a meeting with you. = Nonetheless,




Memorandum to the President
December 13, 1978
Page 2

2. Liberal and Social Services Groups (continued)

I believe it would be in our interest to show a
willingness to sit down with an appropriate
gathering of human services and liberal organiza-
tions and to hear their concerns. This is
especially true of the religious service organiza-
tions who can perhaps be persuaded that within .
very tight constraints we are seeking to do every-
thing we can to assure that basic needs are met.
(Attached is a copy of Patsy's request including
the specific groups who have asked to take part

in the meeting.)

3. ©State and Local Government: Jack Watson proposes
three meetings although the meeting of county and
city officials might be combined.

- Governors: The Governors will have more
maneuvering room with the proposed budget
cuts and should be the most supportive.

It will be important to have them in early
to obtain their political support later on.

- Mayors: When I met with leading Democratic
Mayors in Memphis, their number one concern
was to have an opportunity to meet personally
with you to discuss the budget and its impact
on citfies.

- County Officials: As you know, county

officials have a strong sense of identity.
In addition, they administer the health and
welfare programs. There is an opportunity
here to obtain support, and for this reason
we recommend a meeting with the leaders of
the National Association of Counties and
certain strong Democratic county officials.

'

In addition to the meetings you have already held with the
NAACP and other representatives of Black groups, we believe it
may be useful to arrange a short session with Hispanic leaders
at a later date. Senior staff is holding preliminary meetings
with both Hispanics and labor, and recommendations for further
meetings, if any, will follow those discussions.



Memorandum to the President
December 13, 1978
Page 3

The proposed meegings should occur prior to Christmas. Each
meeting would have about a 20-minute briefing on the budget
(and by implication, policy priorities) by Jim McIntyre and
Stu Eizenstat. The intent is to frame the discussion

which follows in terms of their recommendations on budget
decisions within a given of a tight budget. After about a
30-40 minute discussion, you would join the meeting for about
30 minutes. -

I would appreciate your guidance on the proposed meetings
with you: .

Concur. Please arrange scheduling.

Please arrange only the following meetings:

Women

Liberal/Social Services Groups

Governors

Mayors

County Officials
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PRESIDENT JIMMY CARTER
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- REQUEST A MEETING WITH YOU AS SOON AS POSSTISLE TO DISCUSS THE

oOn FRIDRITIES AND SUBSTANCE OF THE FY~19380 BUDGET SINCERELY -
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.. THE SECRETARY OF HEALTH, EDUCATIOlN AND WELFARE v
Y WASHINGTON, o c. 20201 (/)
~DEC 14 1978 | '

MEMORANDUM FOR THE PRESIDENT

FROM JOE CALIFANO '

SUBJECT: Hospit. Cost Containment Legislation, the
Anti-Inflation Guldelines and the Fiscal 1980
HEW Budget

In your October 24th anti-inflation speech, you stated
that the health care industry was different than other sectors
‘of the economy and you called for deceleration of "at least"

2 percent in health care costs. In recent weeks, we have had
numerous discussions with Fred Kahn and his staff -- and have
reached a number of agreements with COWPS, DPS and OMB -- on

the shape of the health care anti- 1nf1ation guidelines.

" There are, however, two issues which requlre your
decision: - _ :

(1) With respect to hospitals, what should be the
-~ allowable raté of Increase for total hospital
expenditures in Calendar 19797 HEW and OMB
believe it should be fixed at 9.5 percent;
‘COWPS believes it, in effect, should be around
10.5 or 11 percent HEW, COWPS, DPS, and OMB

‘agree, however, that: ' _

- ,the guidelines must be at least as strict
as the hospital standard we propose in
Hospital Cost Contalnment leglslatlon and

-- that HEW should promulgate, monitor and |
- have general responsibillty for admlnlsterlng
the hospltal anti-inflation guideline.

My view is that 9.5 percent is tight, but that it

. 1s necessary, first, as the lowest credible starting
\{** 7 .71 point in the legislative debate (Ehe“nuﬁBer may move
Lﬂ ?yﬂy upwara‘in the Congressf and, second, in order to
-k” ' i achieve 1@portant savings in the Fiscal 1980 HEW
| {nﬁ “budget. . 4
{Nﬁﬂ' (2) With respect to phy31c1ans, who should monltor ‘and

have general responsibility for implementing the
anti-inflation guldellne? I believe HEW should;
COWPS believes it should. HEW, COWPS, DPS and OMB
agree, however, that ' :
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-- the guideline should be initially set at the
same level for doctors as for other profes-
sionals (i.e. the general price rise in the
economy) but we should acknowledge clearly
that, because of their relationship to the
hlghly inflationary health sector, physicians
may require special treatment in subsequent
gu1de11nes or actlons

I. BACKGROUND ON HOSPTTAL COSTS

A. Immediate ObJectlves of HOSpltal Cost Contalnment |

As you know, health costs in general -- and’ hospital costs
in particular -- have been rising significantly faster than the
‘general rate of inflation in recent years. With respect to
hospital expenditures, action to constrain costs is v1ta1 to
meet two basic objectives. :

First, we must slow down the rate of increase in

total hospital expenses in both the public and the
private sector as part of our general effort to
reduce the nationwide rate of inflation.

Second, we must control Federal hospital expendi-
tures -- primarily in Medicare and Medicaid -- in -
order to realize savings in the Fiscal 1980 HEW.
budget that will allow you to reduce the Federal
deficit significantly. : :

: B. The Two Methods of Hosg;tal Cost Contalnment Tlmlng
and Relatlo h;p ‘

The hospital anti-inflation guideline should be issued as
soon ‘as possible and, In any event, no later than January 1, 1979.

But, in my Judgment hospltal cost containment leglslatlon
is of far greater importance in our effort to contain hospital
costs than the issuance of the hospital anti-inflation guideline.
Indeed, the immediate introduction of cost containment legisla-
tion after the 96th Congress convenes is vital to the success
of the guldellne




As you know, there is agreement within the Administration
that we should follow the approach adopted by Senator Nelson
in the 95th Congress and that we should send up legislation
with a voluntary trigger period -- running from January 1,
1978 (the approximate date on which the hospitals' Voluntary
Effort began) until January 1, 1980. If the hospital industry

fails to meet limits on the rate of increase In Calendar 19/9
mandatory controls Wlll take effect. And we need the threat
of standby controls in the legislation to keep the heat on for
voluntary action by the hospltals

Thus, for Calendar 1979, the anti- 1nf1ation guidellne must
be at least as tough as the voluntary trigger in the hospital
cost containment 1eglslatlon The guldellne cannot be weaker
than the leglslatlve trigger.

C. The Method of Der1v1ng a 9.5 Percent Rate of Increase

In December, 1977, the hospital 1ndustry set a decelera-
tion goal of 2 gercent per year. On October 24th of this year,
you announced the Administration's anti-inflation program. If
successful, your anti-inflation program should allow the hosp1ta1
industry to do better than a 2 percent deceleration.

Deriving 9.5 percent limit on the: :rate of increase in .
1979 turns, then, on two key determinants:  the 1977 rate of<
increase (which is the Voluntary Efforts' starting point) and

the effect of the anti-inflation program. In essence, we
assume that your program should z;eld a3 percent -- not a

_W11I'make clear below, 9.5 pe:cent s thus a reasonable 11m1t

@ The Data for’Determining‘the‘1977'Rateiof Increase. -
The hospitals’ performance in 19/8 can be measured
- against one of two 1977 data bases, both developed
by the hospital industry itself. :

-- The Panel Survey. This is a monthly sample of
approximately 20 percent of the nation's 6,000
general hospitals. In 1977, the rate of increase
for total hospital expenses was. 15.6 percent as
measured by this data ‘

-~ The Annual Survey. This survey is gathered from.
more than 90 percent of the hospitals at the
end of their fiscal year. .- Because it covers many
more hospitals, HEW believes it is more reliable.
In 1977, the rate of increase for total hospital
expenses was 14.2 percent as measured by this data.
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Thus, assuming the 2 percent deceleration goal of

‘the Voluntary Effort, the rate of increase in total

hospital expenses should be down to 13.6 percent in
1978 and 11.6 percent in 1979 if the Panel Survey
data form the base. If the Annual Survey data form
the base, then the rate of increase in total hospital
expenses should be down to 12.2  percent in 1978 and

- 10.2 percent in 1979.

The Effect of the Anti-Inflation Program. As noted,
the wage and price guidelines should slow down the
rate of increase in wages and prices paid by the
hospital industry. HEW assumes the effect of ‘
your anti-inflation program will be to reduce

not 2 percent, in 1979. Thus:

-- 1If the Panel Survey is the base, then the rate
of increase in total hospital expenses in 1979 should
be 19.6 percent (13.6 percent in 1978 minus 3 per-
cent). ' ‘ ' ﬁ

-- 1f the Annual Survey is the base, then the rate of
increagse in total hospital expenses in 1979 should
be 9.2 percent (12.2 percent in 1978 minus 3 per-

“cent). If we go with a 9.5 limit, we have a 0.3
margin of error under this line of reasoning.

II. ISSUE #1: THE LIMIT ON HOSPITAL EXPENSES

As noted, the first issue on which we need your decision
is: What rate of increase in total hospital expenses should
be included in both the anti-inflation guideline "and the
voluntary section of hospital cost containment legislation?

A.

Options

Option 1: The limit should be fixed at 9.5 percent
for Calendar 1979. :

Option 2: The limit should be 2 percent below the
actual rate of increase in 1978. Unfortunately,.

there is not yet final data on 1978 -- although the
‘Panel Survey data for the first nine months indicate



that the rate of increase will be in the 12.5

to 13 percent range. Thus, the limit should be
fixed at 10.5 or 1l percent, if the incomplete
Panel Survey data for 1978 only (as opposed to
1977) is used as the base. (Final Panel Survey

data will not be available until next March and

 the Annual Survey data for 1978 will not be

available until next September.)

B.  Criteria for Decision

_(1) Budget Savings..
budget savings in Fiscal 19
- rate of increase.

In the budget projections for Fiscal 1980

The following table indicates
‘;-82.for different'limits‘on the

both OMB

and -HEW have assumed a 9.5 percent rate of increase in the
guldellnes and in the cost containment legislation. There
is little question that the tightest possible limit and the
concommittant savings will help make room in a very tight
budget for other funding priorities. '
Federal Savings: Hospitals
(billions of dollars)
FY 80| FY 81|  FYy 82| FY 80-82
9.5% | $1.8 |  $3.3 |  $5.0 $10.1
10% 1.6 | 2.9 4.5 9.0
10. 5% 1.5 2.6 | 4.0 8.1
11% 1.3 2.3 3.5 7.1
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(2) Total Health System Sayings. The following table
indicates savings for fiscal 1980-82 in both the public and
private sectors for different limits on the rate of increase.

Total Health System Savings: Hospitals
* (billions of dollars)

FY8o | Frsl  [Frsz  |FY 80-82)

9. 5% 4.8 | 8.7 131 | 26.6

10 % | 44 | T8 | 11.8 ’: 25.2
105 % 40 | 6.9 | 105 | 21.4

11 % 3.5 | 6.1 9.2 | 18.8‘ 

Obviously the tighter the effective limit the greater the savings
and the greater the reduction in economy-wide inflationary pres-
sure from hospital spending.

(3) Feasibility. COWPS questions whether 9.5 percent
is feasible, and is concerned that by setting an impossible
11m1t in the guidelines we will discourage the voluntary effort.

But, as noted, if we start with the hospltals own
Annual Survey data y1e1d1ng a 14.2 percent rate of increase in
1977 -- a decision which can be defended -- and if we assume,
which COWPS apparently does not, that the anti-inflation program



requlres a better than 2 percent deceleration performance
from the hospitals, then we can fairly derive a 9.2 percent
rate of increase 1n Calendar 1979.

_ Thus, as noted, we have room for about 0.3 per-
cent slippage -- sllppage that might result if our estimates
of the rise in prices throughout the economy mlgrate upwards.

(4) Effect on Legislation. Our goal today should
be to come in with the lowest possible credible number in the
legislation. Although 9.5 percent for Calendar 1979 will seem
low initially to Members (the debate last session centered
around 13.5 or 12.2 for 1978), Senator Nelson has told us
that he thinks we could come in at about 9.5 percent as an
opening position in the legislative process.

He belleves, as we do, that the world changed
economically this fall. He believes that, in a very tight
budget year, Members may be much more W1111ng to impose tighter
gerformance standards on hospitals in order to realize the =

udget savings that may be necessary to protect other programs.

In any event, we can go out with a 9.5 percent
~guideline and, if consultatlon or events dictate otherwise,
change the. limit on the rate of inerease that we put in ithe
voluntary trigger sectlon of the cost containment leglslatlon

But we should clearly start low in the guldellnes‘

C. Decision.

thlon"l a 9.5 percent limit on the rate of
increase in total hospital expenses in Calen-
dar 1979 (HEW and OMB recommend) . : :

Option 2: a limit 2 percent below actual per-
formance in 1978, which would yield between a
10.5 and 11 percent rage of increase using
present, though incomplete Panel Survey data
(COwPS recommends)




ITI. ISSUE #2: RESPONSIBILITY FOR THE PHYSICIAN GUIDELINE

As noted, HEW and COWPS have agreed that physician fees
should be held to the same rate as the projected increase in
the Consumer Price Index in 1979 (presently projected at
6.5 percent).

We need your decision on the follow1ng issue: Should
HEW or COWPS have the lead responsibility in monitoring and
enforcing Guidelines for physicians, i.e. be the point of
negotiation and discussion with providers on the guidelines.

A. Options:

" Option 1: COWPS. The basic rationale is that
physicians should be treated like other professionals . .
and kept as part of the overall Guidelines effort.

Option 2: HEW. The basic rationale is that the health
sector is different from other industries, as noted in
the Anti-Inflation White Paper. HEW should have the
lead responsibility to ensure coordination with its
legislative initiatives and administrative actions
because it is so deeply involved, as a matter of

law, in the economics of the health profession already.

B. Criteria for Decision:

e Relationship of physicians to the Federal Government

HEW has a strohg interest in levels of physician
reimbursement since they affect both program expen-
ditures and program beneficiaries.

-- 90 percent of all physicians participate in
Medicare, and 20 percent of physician patient
revenues are derived from Medicare and Medicaid.

-~ Access to care for Medicare and Medicaid bene-

- ficiaries, and the out-of-pocket costs to Medicare
beneficiaries are functions of the disparity
between Medicare reimbursement and physician fees.
Higher fee increases in the private sector will
reduce access, reduce assignment rates (an
"assignment" is a physician's decision to bill
the patient only for the amount covered by Medicare),
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and Increase out- of -pocket costs to the aged.
Medicare assignment rates have declined from
60.8 percent in 1970 to 50.5 percent in 1977.

The Federal government is increasingly going
to be involved in doctors' fees both in and
outside hospitals. HEW will be the lead
agency in that effort, and, because of its
central role in the economics of the health
care profession, it should have the lead now.

Because the White Paper discussed the uniqueness
of the Health Industry, this delegation of
responsibility to HEW, 1like the delegation
regarding the hospltals, will not be a precedent
for other COWPS delegatlons _

The Need for a Unified Admlnlstratlon Position and
Coordination with LeglsIatlon a‘a Administrative

Actions.

First, HEW has FY 1980 legislative proposals to make
pHysic1an reimbursement more equitable under Medi-
care by establishing a system of statewide fee
negotiations. HEW must have the flexibility to

alter physician guidelines as necessary to carry

out administrative measures in advance of legislation
and to lmplement the legislation when passed.

-- Before legislation is passed, we may take certain
administrative steps such as consolidating
carrier areas and establishing statewide pre-
vailing charge standards. Exceptions to the
Guidelines may be requlred to accomplish these
actions. :

-- Under the legislation, as inequities are remedied,
tradltlonally high fees will be constrained to
increases lower than the overall Guidelines in
order to contain program expenditures, while some
traditionally low fees may need to be increased
more rapidly than the Guidelines.

Second; physicians control hospital costs to a great

extent, and the AMA lobbied hard against hospital
cost containment leglslation To work effectlvely
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as the Administration's chief spokesman on that
legislation, HEW needs to have sole responsi-
bility for both. the’ hospital and physician
~guidelines. -

If responsibility for Guidelines on hospitals

and physicians is split between HEW and COWPS,

the provider will try to pit the two agencies
against each other. There must be only one focal
‘point within the Adminlstratlon regarding physician
reimbursement both in and outside hospitals. And
a split would reduce the effectiveness of HEW in
providing pressure on the providers to reform the
dellvery system and reduce costs.

C. Dec1sion

Option 1: COWPS lead responsibility

Option 2: HEW lead responsibility

Both options assume policy coordination within the
government between COWPS, DPS, HEW and OMB.

IV. A FINAL WORD ON ADMINISTRATIVE ACTION TO CAP MEDICARE
AND MEDICATD COSTS.

There is a third weapon we might use in our fight to
contain hospital costs. Under Section 223 of the Social
Security Act, HEW has the authority to regulate Medicare and
Medicaid payments to providers )

At present, HEW does regulate 'routine' hospital costs
(i.e. hotel-type, room and board expenses) under Section 223.
And OMB has accepted an HEW proposal to save approximately
$100 million in fiscal 1980 by screwing those "routine" costs
down even tighter.

We could, however, extend the scope of our Section 223
regulation to cover total expenses (both routine and non-
routine, i.e. medical, expenses) -and we could cap Medicare
and Medicaid hospital payments at, for example, 9.5 percent.
We have not done that in the past because such action aimed
only at Medicare and Medicaid would violate an lmportant
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principle of the hospital cost containment legislation --
that the limit on the rate of increase in hospital expenses
.covers all payors..

Nonetheless, we may, in the future want to use 223 for
two basic reasons:

First, it could increase pressure for hospital
Cost contaimment legislation because the insurance
companies would not want hospltals to increase
fees for private patlents in order to compensate
for revenue lost as a result of the Medicare and
Medicaid cap.

Second, if cost containment leglslatlon fails to
move rapldly, administrative ~action may be necessary
to ensure Federal budget savings in Fiscal 1980.

There are many arguments for and against the use of Sec-
tion 223. I :thought it important to inform you that we do have
this weapon to save the Fiscal 1980 budget, if necessary. But
there is a danger that invocation of Section 223 will hurt,
not help, passage of cost containment legislation (many ln the
Congress do not think 223 applies to total expenses).
might ultimately face a painful dilemma: whether to invoke
223 to save the Federal budget even though such action could
scuttle cost containment 1eglslation that would hold down
skyrocketing hospital costs in both the public and the prlvate
sectors.

There is, at present, agreement within the Administration
that we need not make a decision about using Section 223 to
control total hospital expenditures under Medicare and Medicaid
until about February 15, 1979. We should put out the guidelines
and Introduce cost containment leglslatlon We should not make
a final decision on Section 223 action until we determine
whether hospital cost containment will be able to move swiftly
enough to ensure our projected fiscal 1980 budget sav1ngs
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_THE WHITE HOUSE :

WASHINGTON -~

December 15, 1978
10:30 a.m.

MEMORANDUM FOR THE VICE PRESIDENT

FROM: , FRANK MOORE.

At 10:00“this mornlhg we began inviting the Senators

and Representatives on the attached list and saying
the following:

“The Pre51dent has asked me to invite you
to a briefing this afternoon at 6:15 p.m.
in the Roosevelt Room. I am not at liberty
to disclose the subject. I would appreciate
it if you would enter through the SW gate.

. = If you are unable to attend, please give me
the telephone number where you can be
reached at 7:30 p.m. this‘eVeninq. T would
like to call you back and give you the

information which you would have received
in the briefing."

We are not talking with AAs or personal secretarles——
but only with the Members themselves..

Depending‘upon the acceptances, we will make assignments
later in the day for the 7:30 p.m. calls requesting that
you make some of them. I assume that the Secretary of
State and the National Security Adviser will not have
time to make calls given their schedules. Therefore,

we may ask Warren Christopher to make a few calls if
dgge schedule permits.

The briefing calls will be from a prepared set of
materials furnished by Dr. Brzezinski which my people: will
‘receive at 7:30 p.m. We will provide sandwiches and re-
freshments in the Roosevelt Room, and we will invite those
who attend the 6:15 to 7:15 briefing to remain and watch
- the televised announcement.

If the Member asks during the invitation call if he
should come, I have instructed my staff to say "yes" if
they are in the vicinity. For instance, Abe Ribicoff
is in New York and could easily catch a‘shuttle.
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However, Frank Churéh is traveling by car in Idaho
and may not be reachable by telephone all day long.

Also, Senator Jackson is in Washlngton and may not
be reachable today. : Srane

We are not at this point telling the people we are
inviting about the television address. We will tell
them about it after Jody and Jerry Rafshoon let us know
“that it is%th/at we have asked for television time.

We discussed waiting until early this afternoon to
begin inviting, but decided that with the Christmas
social schedules we should begin on a low-key basis this
~morning if we hope to attract a respectable crowd

(10 to 12).



SENATE

Frank Church
John Glenn
Jacob Javits
John Stennis
Henry Jackson
Sam Nunn

John Culver
Gary Hart

Strom Thurmond
Barry Goldwater
Warren Magnuson
Milton Young
Edmund Muskie
Henry Bellmon.
Robert Byrd
Alan Cranston
Daniel Inouye
Howard Baker
Ted Stevens
John Tower
Ernest Hollings
Ted Kennedy
Abraham Ribicoff
Birch Bayh

- HOUSE

Speaker O'Neill
Jim Wright

John Brademas
Dan Rostenkowski
Tom Foloy .
Robert Michel
John Anderson
Clement Zablocki
Wm. Broomfield
Mel Price
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)  EXECUTIVE OFFICE OF THE PRESIDENT

OFEICE OF MANAGEMENT AND BUDGET ' : < z
WASHINGTON, D.C. 20503

MEETING ON THE 1980 BUDGET

Thursday, December 21, 1978
2:00 P.M. (2 hours and 15 minutes)
“The Cabinet Room

'

From: James T. McIntyre, Jr 77 e

PURPOSE

A meeting regarding the fiscal year 1980 budget, including
appeals of the Department of Energy relating to the strategic
petroleum reserve (2:00 p.m.) and decisions on the economic
assumptions te be used in the 1980 budget (3:00 p.m.). We
need also to discuss budget plans for welfare reform and

national health insurance. Supporting materials are included
in the attachment.

PARTICIPANTS
The Vice President James McIntyre
Stuart Eizenstat ' John White
Frank Moore Bowman Cutter
Hamilton Jordan : Dale McOmber

- Jody Powell : Eliot Cutler
Gerald Rafshoon ’ Sue Woolsey
Jack Watson Van Ooms
Anne Wexler Herky Harris
Alfred Kahn Ken Glozer
Charles Schultze Secretary James Schlesinger
Lyle Gramley . ‘ Dale Myers
Frank Press Charles Warren

Rutherford Poats

ATTACHMENT
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' THE WHITE HOUSE

WASHINGTON

December 15, 1978

MEMORANDUM FOR: The Director, International
Communications Agency

SUBJECT: Expansion of ICA Exchange Programs

.

The President has seen your memo of November 30 (see attached).
In response to your question of whether the program you out-
lined should begin in FY 1980 or FY 1981, the President stated ]
there would be no room in the FY 1980 budget. The President A
did state, however, that the Hubert Humphrey scholarship
program is a good step. In addition, he approved keeping your
proposal alive for later consideration.

Zbigniew Brzezinski

Copies to: P
The Secretary of State
The Director, Office of

Management and Budget

RECEIVED

. gEp161980
"\é( CENTRAL FILES

e
.




Electrostatic Copy Made AnnuM 7219
for Preservation Purposes | THE WHITE HOUSE |

© WASHINGTON

December 14, 1978

ACTION

MEMORANDUM FOR: THE PRESIDENT '
FROM: ZBIGNIEW BRZEZINSKI ,L[)7’
SUBJECT : - Expansion of ICA Exchange Programs -

Memorandum from John Reinhardt

You will recall that last October in reviewing John Reinhardt's
report of ICA's first six months of operation, you approved
my recommendation that we urge him to develop a plan for
expanding exchange programs to rectify the 57% decline over
the past twelve years. He has now responded with a memorandum
(TAB 1) in which he provides further details .on how exchange
programs have declined and presents a set of priorities for
expansion. He asks for your approval of a program for
implementing these priorities (TAB A of his memorandum) with
first-year costs of $6.25 million and requests that you

decide whether the program should begin in FY 1980 or FY 1981.
He attached a measuring table of decline at TAB B. TABs A

and B have been removed because of thickness and are avallable
Cif you wish to see them. :

I have had Reinhardt's memorandum reviewed by State and OMB,
both of whom endorse it in principle. State wishes to work
further with ICA on priorities for expan31on. OMB believes
the program needs to be worked out in greater detail before

- budgetary adjustments are made but notes that $5 million has
been included in FY 1980 budget planning which will fund the
newly created Humphrey Scholarshlp Program.

VRECOMMENDATION

I suggest you approve this program in pr1nc1p1e, for it
represents a serious response to your orlglnal recommendation.
I recommend that through modest reprogramming ICA begin
implementation of the program immediately, working out
priorities with State and NSC, accelerating implementation

in 1980 and, concurrently, worklng out longer-term funding
requlrements with OMB.

AGREE DISAGREE g v

R . P Y
Attachment ' oy 0 . I
| achomen » ")/0 V’ ’ /fl f lt?

TAB 1



* MEMORANDUM 7219 Re-do
NATIONAL SECURITY COUNCIL

December 13, 1978

ACTION |
MEMORANDUM FOR: ZBIGNIEW BRZEZINSKI tha@p
FROM: PAUL B. HENZEAC

SUBJECT: ) Expanded ICA Exchange Program

John Reinhardt is eager to demonstrate that his agency is
responsive to the President's desire to see exchange programs
expanded to make up for the decline of the past decade. He
has prepared a decision memorandum for the President which
"needs to go forward immediately if it is to be taken into
account in the current budget review process. I have pre-
pared a brief memorandum from you forwarding it to the
President (TAB I) and recommending approval in principle,

but without locking the President into decisions on specific
budgetary allocations. If we are serious about expanding
exchanges, we should begin immediately (not wait until FY 1980
or FY 1981) and the modest funds to do this can be found in
the current ICA budget. What is needed during the first few
months is not a lot of money, but careful developmental

work, country-by-country, to work up good programs.

State has reviewed Reinhardt's memorandum and endorsed the
program in principle and wishes to work closely with ICA in
developing the program before endorsing a specific set of
priorities. State's memorandum is attached.

OMB has reviewed this program, in conjunction with its
consideration of ICA's appeal of OMB's recommendations on

its FY 1980 budget. OMB accepts the need for an expanded
exchange program, notes that future-year funding for a

program is partially provided for in budget projections for
FY 1980 ($5 million which will fund the newly created Humphrey
Scholarship Program) and beyond, but believes that ICA should
plan its effort in greater detail before more specific
budgeting can be done. OMB's memorandum is attached.

. Both State and positions are consistent with the position I
recommend you take: that you send Reinhardt's memo (TAB 1)
“to the President with the recommendation that he endorse the
program in pr1nc1ple without reaction to the specific approval
requests made in it.

To reduce the thickness of Reinhardt's memo, I have removed
TABs A and B but suggest they be readily available in case
the President asks to see them (TAB II).

Attachments
State and OMB memos h/w and

TAB I w/TAB. 1 and TAB II
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Rick,
) ‘)10 -.’Wf*"

Tom’ has reviewed the memo

and goes along with the
serious exceptlon of the

priorities glven on page 3

of McIntyre's memo. ZB

will note that the lower
"tier" LDCs get no attention.
Instead, they get the Humphrey
Scholarships which, however,

were meant to be additional

to existing programs not in-
tead of.

Also, you ay want to take
Tabs A to Rick Hutcheson
with th4 melo, in \case the
President w nts them.

Christine

ey e e o
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DEPARTMENT OF STATE

Washington, D.C. 20520

December 6, 1978

' UNCLASSIFIED

MEMORANDUM FOR DR. ZBIGNIEW BRZEZINSKI
THE WHITE HOUSE

Subject:  Expanded ICA Exchange Programs

The Department in principle supports an expansion
of international exchanges as an important foreign
affairs effort. We hope an approved program can be
accorded sufficient priority to assure adequate funding.
The draft "Program for the '80s" focuses on a number of
important. issues and represents a useful starting point
for developing an expansion. -

Deputy Secretary Christopher recently discussed
the ICA expanded exchange program with ICA Deputy
Director Bray, and it was agreed that State and ICA~
would work together over the next two months on
specific priorities for allocating expanded exchange
resources. The Department is not able on the present
short notice to comment on the ordering of priorities
outlined in the ICA submission.

/;41“,“}@ ﬂ (2\.)\,0:{&9/{; e

Peter Tarnoff
Executive Secretary
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

MEMORANDUM FOR: The President
FROM: James . T. McIntyre
SUBJECT: International Communication Agency Budget Appeal

~and Plan for Increasing Exchange Program

The International Communication Agency has appealed their budget
allowance for 1980 seeking $2.5 million for several technical

improvements for the Voice of America and $6.2 million for the first .

year of a four year expansion of the1r exchange of persons
activities.

We believe Voice of America items (an additional transmitter in
Greece, partial medernization of the Washington plant, and some
research funds) are all very mdrginal. - ICA ranked them very low in
its ZBB budget. We believe all ought to be denied in this tight
budget year.

The increase for exchanges is proposed in the context of the multi-
year plan to expand exchanges that you requested recently at Zbig
Brzezinski's suggestion. John Reinhardt has drafted such a plan,
which could also serve as your response to the requirement in the
Foreign Relations Authorization Act, 1980, that you prepare a general
plan for expanding exchanges over a four-year period beginning
October 1, 1979. The ICA plan would increase exchanges $44 million
above the current $64 million level (the $32 million base listed in
the ICA paper includes only part of the cost of these activities)
over four years beginning with a $6.2 million increase in 1980 or
1981.

OMB believes ICA is probably correct when it asserts that there are
gaps in current exchange activities that are detrimental to U.S.
national interests. For this reason, the 1980 budget mark includes a
$5 million real increase for this program (beyond estimated:
inflationary costs) which will fund the newly created Humphrey
Scholarship Program. Furthermore, OMB's out-year planning amounts
include $5 million real increases in the program level each year
through 1984.

We believe the ICA "plan" lacks the kind of analysis needed before
these program increases can be justified or properly administered.

...{-‘1»(::, SEyede s
i




ICA points out that "its academic exchange program has suffered a 57%
real-term decline over the past twelve years. However, the world
situation is very different from that of 1966, and it is difficult to
judge from the report what such a decline means. Private exchanges
have increased sharply. The plan, however, fails to address the
exchange activity going on now outside of the ICA program or how the
latter relates to (or fills gaps) in the former. As the report does
point out, there are 250,000 fore1gn students in the U.S. now
compared to 82,000 in ]964 o

Perhaps the 57% decline in the ICA program is not as serious as the
ratio implies. For example, the ICA paper notes that there are now
only 5-10 grant opportunities for Brazilian economists to study in
the U.S. while five years ago there were 50 Brazilian economists
enrolled in U.S. Ph.D. programs under various grants. It fails to
note how many Brazilian economists, whatever their funding source,
are now at American universities or whether a “shortfall” in
American-trained economists is developing in Brazil.

The ICA report addresses primarily how to increase the government
program to its past level and beyond. It should instead identify the
opportunities, important to U.S. interests, that are being missed by
both the private and public sector. O0Only when this is done on a
country-by-country basis, can substantially increased ICA programs be
Jjustified. :

I recommend that you not respond to the specific choices prov1ded you
in the ICA paper. Rather I recommend that you approve the OMB
allowance for ICA for 1980 and beyond, which provides moderate real
increases. I suggest that my staff work with NSC and ICA staff to
develop the framework and analysis needed to ascertain the need for
expanded exchange activities. If the product of that analysis
indicates increased resource needs, beyond both what can reasonably
be reprogrammed and the increases already included in the OMB
planning numbers, increased funding can be provided in 1981 and
beyond.

We believe this will lead to the kind of plan which will be
defensible to the public and cr1t1ca1 e]ements in Congress during a

period -of f1sca1 auster1ty.

Approve Dlsaggrove

cc: Official file - State/ICA V”’(
DO Records -
Director's chron
Executive Associate Director
Mr. Jayne
Mr. Sanders

IADW:M: 12/1/78
7 . :




INTERNATIONAL EXCHANGE OF PERSONS:
A PROGRAM FOR THE 1980's

3 A. PURPOSE
The proposed exchange~of-persons program-fdr the
1980's has three pufposes:-r |

(1) To assure that thére is a sufficient number
of trained and sensitive Americans to assist
this country to deal efféctively with the
world of thé 1980's and 1990's; .

(2) To assure o&er the'nexk generation that
significant leaders in countries important
to the'gnited States have had a iirétwhand
encounter with American society; |

(3) To assure that thefe are enduring personal
and institutional links, between influential
Americans and foreigners, of the kind and
‘'quality which can facilitate cooperatiye

address to major international problems and




a reciprocal appreciation of values and
ideas.
B. NEED

The need for an enhanced Program for the 1980's

rests on an-assumption:‘,that, despite a significant
increase in the flow of peqplevand-information across

international boundaries, "gaps" in contact exist

which could impact on our national interest. To

illustrate:
i

Example: Whileithe:n;mner_of Japanese in the U.S.
to acquire English, learn about American
pusiness and its.techniques, and "woxk the
markeFm’is estimated at 10,000, the com-
parabie_number4gf Americans in Japan is 150:

Example: A "successor generation" is coming to power
in Western Europe without the shared
experienqe'of World wWar iI and its ipmediate
aftermaﬁh, an experience whidh generated
éommon»values and_cooperative reiationships,

an;experiencebwhich is not being duplicated

by the "natural", commercially oriented




flow of people and ideas between the

United States and Western Europe.
 ExamEle: Our Embassy in Ligbon reports that the i

Portuguese higher education system is in a .

dramatic state of flux and looking urgently

to the U.S. for advice and assistance.
The lonq—térm strategic advantage of a
response is considerable. The Fulbright
‘budgeg is $85,000,

Example: While ﬁheﬁeconomiC‘power-and impoftanée.ofJ.
Brazil has grown dramatically over the pas#
decade or so, currently there are only 5-10

grant jopportunities for Brazilian economists

to study in the United States. There were
50 Brazilian economisté enrolled in U.S.
Ph.D. programs five years ago.

Example: While over the paét’few years Africa_has
become a major focus of U.S. interest, our

knowledge base from which to deal with that

variegated continent is severely constricted

———
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by»the fact‘that;wgwsuppo;t ro sénior
reéearchffelléwships and only séven
' ’doctora; studehts?in all of Africa.
These are:“ggps". They ¥epresent the kind of lost
opportunities,towhich_aP;Qgraﬁ.for the 1980"s
shouid be geared.:

C.  PRIORITIES

It is with the "gap" principle in mind that the
Program for theél980's_is,focu5ed on the following

priorities:

Western Europe, Japan and Australia -- Proposed

for priority allocation becgusezof: (a) the premiér
impprtanée of t%e‘area to the national interest Qf thé
United States: (55‘the "successor generation"-gap; an@
{c) the.aire financial condition of many of the
“exchange programs in.Europe, The purpose of the prof
gram~w§uld be-toAggneraterpooperative European/AmeriCan
sensibility, to give emerging European politicai

leaders a more accurate sense of the reality of the

post-Vietnam, Qost-Watergate America, to bring the




leftist-oriented and infigential Eurépean.academic
elites into contact withvmqre marke t-oriented counter-
-pérts in the United States %nd to give the latter a
better sense of the value framework from which the

former are working.

USSR, Eastern Europe and the PRC -- Proposed for
priority attention because: (a) in these societies
there are few alternatives for contact beyond official

exchanges; (b) the gaps in understanding--and the

§

-

implications of these gaps-~between these societies
and our own are enormous (as illustrated most recentlyv

in conversations eight U.S. Senators held with Soviet

officials in Moscow); (c) the opportunities for expansion

L%

appear to be gréwing (Poland wishes to double its exchange-

of-persons program with the‘United States); and (d) ;n
eXpansion will‘put us iﬁ a more favorable position at
the Madrid 1980 reviéw of_the Helsinki Accords. Oppor-
ﬁuﬁities in the PRé ére now hidden, but could émergé
rapidly and compellinglyfblAssuming a continuation of
the current attitude in Peking, thg prbgrém would_

focus on: (a) facilitating—wbut not funding--the




.successful placement and treatment of Chinese:students

and scholars in the.UnitedAStates: (b) maintaining

reciprocity in the program Sy expanding the number

- of Americans sent to the PRC; and (c) engaging

influential younger Chinese with their counterparts

in the United States, a form of contact non-existent

for 30 years.

"Upper Tier" LDC's -- Proposed for priority

.attention becauge: (g) their importance to the U.S.
national interesé hés expanaéd with the.dfamatic‘
increase in their economies and the leading role they
play in regional and global affairs; (b) tﬁe‘bppore
tunitieS‘fo us§ful contact have increasedas.ﬁhesé
societies and their.inétitgtions have grown mére
sophisticated;.and (c) while'the.opportunities for
contact have incréased, sﬁpport for contact from
both public and private seéﬁors has deciined, thus
creéting a gap. The “upéer tier" qategory includes

such countries as Brazii, Nigeria, Iﬁdia, Iran, Egypt, -

Mexico, ASEAN.
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' Southern Africa and the Middle East -- Proposed

for priority attention because: (a) these are areas

of the world of importance_£o the Unjited States that

~are undergoing rapid changes in leadership and/or

direction; (b) contact between influential Americans

and the emerging leaders has been relatively limited;

and (c) the institutional and value preferences and

allegiances of these societies have yet to be

determined in any definitive way, and could be

positively-influéncéd by closer contact with the
Unjited States.

D. PROGRAM FOCUS: Justification for their Priority -
Status

The'originsiand precise nature of the gaps vary
from area to area. For\this reason, the programmatic
means of dealing with each gap will also vary.

For~example, in Western‘Europe'the program should

give relatively‘gréater_Weight to enhancing American

Studies programs and to bringing relevant professionals

(public servants, environmebtalists, labor leaders,




local government leadeps,;etc.) together to disquss

. common probleﬁs.

In the USSR, Eastern Eugﬁperand the‘PRC, relati&ely
‘greater weight should be givén to the exéhange of
influential academics from important institutions and
Vto enhahcihg contact among,émerging pblitical and
profeésional elites;

In thej"upper tier" cougtries, relatively greater’
emphasis shouldebe,placed on increasing contact among
economists,<com%uhiéé;orsh businessmen and labor
groups.

In the Middle_East{andlSouthern Africa, (as well
as the.PRC andVEhe "upper tier" countries), a primary
goal is enhéncigg'our owA kq9wledge and understanding;
in order‘to deal more efféétivgly with these societies,

In all cases, and whatevér the specific area, the:
key ingredient wohld‘bg éhhancing contact among younger
leaders who are likely to be‘inflgential in théir
- societies 10 or=20 years.hence--be they academics,
political leaders; economists, communicators, writers,

artists, or intellectuals.




Finally, the Progfam.for the-l980's aoés not
- focus heavily on "lower tief" Third World countries.
Thesew we believe; are”adeqaétely covered both from
.:the current ICA base and from the recently approved
Humphrey North—South Scholarship program; It is true‘
that thése countries are important céllectivély, and‘
a single American can have a relatively gréater
impact than in Japan or Germany. It is also true

that these countries are of relatively less impor-

tance to the United States, that they are benefiting
from already existing ICA-funded programs and that o

the benefits to be derived from enhanced programs in - ' ‘

these Countriesgare relatively marginal, preéisely

’l_—-}—wr‘ e ‘__ e

because they have smaller elites, less sophisticated

R AL SRt
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institutions and relatively'less-capacity.for absorbing

Ly
P

program enhancements.

E. SPECIAL PROGRAMS

‘Two additional elements of a Program for the

1

1980'5 deserve note:

T - e g




‘Foreign Student Counseling. There ‘are now

250,000 foreign students on;American campuses; in

1964 there were 82,000. Pre-arrival screening, ' B

 testing, placing, counseling (and post-arrival

assistance) mechanisms are hopelessly inadequate.

Frustration, failure and anger are too frequent among

K . R
individuals who represent a statistically significant : f/
future leadepship}podl in‘mény foreign countries.

Given our longer-term-interest in these individuals,

and the fact that they are contributing .$1 billion . v j

¢

i

I
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H

to the U.S. economy, a modest investment invcéUnseling

and related services seems justified.

Competent American Leadership Cadres. One of the

most cost—beneficiél_progﬁams supported by ICA has
béen the effort to put emerging youhg American
political leaders (at the local, state and national
levglé) into confadt'with their counterparts in
selected counﬁriéé of importance to the United States
abroad. Thé costs pér indi;idual.are relatiVely

small. Therbenefits-are-apparent: (a) those
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involved have already achieved a leadership boéition
-of one kind or another iniéheir communitiés; (b) because
bf-tneir‘leadership positibﬁs, their experiences caﬁ
. affect others; and (c) netwérks of contact are
established that will prqvé;peneficial as individuals

rise in influence.

This small, still tenuous program has focussed

in the past largely on such countries as the Soviet

Union, Syria, Israel and Mexico. It should be

—

substantially expanded--in frequency of visits, the
number of individuals and foreign countries included, - .
and in the geographic areas from within the United

States from which American participants are drawn. ..

ﬂtraditionally has been

While the United S'taf_e:..
an insulér country, Withrféfeign’contacts concentratea
mainly among a small_elit ﬁ the East and West Coasts,
communities throughput the. Quntryare»today'being

seriously affected by intefﬁational developments.

These communities, and the country as a whole, would

benefit from greater foreign contact on the part of

emerging leaders. S o




F. FUNDING
The best current estimate of the annual funding

required’for the initiatives described above is

$76.2 million ($44.2 million above the 1979 base).

To assure a prudent phase-in, but also to respond

to'highest priority immediate needs, we recommend a

staged, four-year enhancement outlined in the attached
table and its accompanying notes.




PROGRAM FOR THE 1980's:
USE OF PHASED ADDITIONAL FUNDING

Notes on Preceding Table

Western Europe, Japan

Year I Increase funds to Bi-National
Commissions to "stay in business"”
(cost-sharing problems, dollar
devaluation, inflation).

T Year II Increase European academics in U.S.
unlver51t1es, Japanese and European
profe551onals and leaders in U.S.
institutions.

Year III Increase American doctoral students,
academics, professionals in European
and Japanese institutions.

Year IV Cogtinue as ‘above.

Eastern Europe and USSR

Year T Increase exchanges of persons in ful-
fillment of Helsinki Accords.

Year II Increase visits of young foreign
1nf]uent1als

Year III Expand institutional networks; grants
to individual "influentials" and

academics, both ways.

Year IV Continue as ‘above.

i
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"Upper Tier" LDC's (Brazil, Nigeria, India, Mexico,
ASEAN, et al.) o :

Year I No increase except counseling.

Year 'II Increase foreign "influentials" and
academic exchanges, both ways.

Years III - Expand programs under Counseling,
and IV Cooperation with Private Sector.

People's Republic of China

Year I Support American research scholars and
doctoral candidates. ‘

Year II Increase support for American research
| scholars and doctoral candidates.
Expand"pfogram"for Chineseé “influenf:
tials" to visit U.S. -

Year III Expand opportunity for Americans to
study, consult"and observe in the PRC.

Year IV . Support additional programs including
' cooperative research.

Middle East

Year I No increase.

Year II Initiate programs in cooperation with
private institutions, e.g., support
for Camp David agreement; student
counseling. ‘

Year III Add-programs:in‘cooperation with private
- sector; develop professional networks;
American scholars, teachers to Middle
East universities.

R AT TR T
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Year Iv

Southern Africa

Continue as above.

Year I

Year II

Year II1I
Year IV

Third World

Years I
and II

ITII
Iv

Years
and

Cooperation with Private Institutions

jl

No increase.

Expand support for Southern African
teachers, students and professors in
U.S. institutions; Americans observe,
consult, study and teach in Southern
African institutions.

e e e ety

Increase program for foreign
"influentials",

Initiate programs as opportunities
arise. oo

No increase. (Humphrey Scholarships
will be introduced during this period.)

Add categories and numbers of foreign
"influentials", Increase academic ex-
exchanges selectively, both ways.

Year I

Year II

Year III

Focus on competence of young American
leaders.

Expand American institutional networks;
increase American competence in Japan,
Western Europe, "upper tier" LDC's,; PRC.
Support institutional linkages with
Southern African institutions and U.S.

Develop networks and links between

professionals and their organizations:
Middle East, "upper tier" LDC's, PRC,
Japan, Western- Europe, Eastern Europe.

G pemapaytne
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Year IV . Worldwide programs. - i !
Counseling
Year I Counsel foreign-graduate and under-
' graduate students. Focus: "upper
tier" LDC's, Western Europe and Japan,
other. '
Year II " Focus: '"uppertfier" LDC's, Middle East,
' East Asia, China, Japan,; Western Europe
for third country nationals.
Year III Focus:“worldwide.

Year IV Focus: -SPecial'programs needed.

* r?wgw-\?w:vh:-_ww -
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A PROGRAM FOR THE 1980s

DISTRIBUTION OF PHASED ADDITIONAL FUNDING
(Dollars in millions)

‘Western Europe/Japan
Eastern Europé&/USSR

"Uppef Tier" LDCs

People's Republic of China ..

Middle East
Southern Africa
- Third World

Cooperation with Private
Institutions

Counseling
Additional Funding

Base
Total Direct Grant Program

Year I Year IT Year III Yeér Iv
1.3 1.7 1.7 - 1.1
2.5 «5 ;8 .9

* 1_2 * *
.3 2 1.0 1.0
- * 1.7 *
- 1.3 1.4 1.0
- - .4 3.0
.8 1.9 3.2 6.0
1.3 2.2 2.8 3.0
6.2 9.0 13.0 16.0
38.2 47.2 60.2 76.2

*Area included in Counseling and Cooperation with Private Institutions




1
MEASURING THE DECLINE
Exchange Grants Awarded 1968-1977
1968 1970 ’ 1972 1974 1977
For'n U.S. For'n U.S. For'n U.S. . For'm U.S. For'n U.S.
AFRICA T _ : ‘ .
Teachers/Researchers 1 60 2 39 2 62 35 58 44 48
Doctoral Scholars 628 13 341 2 163 0 119 7 141 7
Foreign "Influentials" 522 . 538 — 587 __ 496 438 )
Subtotal : _ 1151 73 881 41 752 . 62 650° 65 623 55
LATIN AMERICA . . . )
‘Teachers/Researchers 137 136 59 105 85 119 66 103 17 70
Doctoral Scholars 628 13 335 23 264 26 220 30 164 35
Foreign "Influentials" 889 628 514 _ L 340
Subtotal : 1654 . 149 1022 . 128, 863 145 735 133 521 105
WESTERN EUROPE S ,
Teachers/Researchers 332 246 167 106 211 232 204 263 191 232
Doctoral Scholars 845 612 686 244 593 252 530 273 478 233
Foreign “Influentials" ) 242 . 208 Lo 264 - . : 383 432
Subtotal o 1419 858 1061 350 1068 484 1117 536 1101 465
. EASTERN EUROPE _ o _ . o o o o
. .Teachers/Researchers ) ‘ 62 47 80 65 89 87 -108 118 101 181 - T
Doctoral Scholars . 70 52 78 66 B4 62 142 76 . “95 T 74 R -
Foreign “Influentials” 64 58 ) _ 120 99 129 ’ ’ ’
Subtotal ° 196 99 216 131 293 149 349 194 - 325 255
EAST ASTA/PACIFIC
Teachers/Researchers 64 115 43 82 47 127 63 137 76 96
Doctoral Scholars 383 56 202 23 T 299 25 . 307 15 271 15
Foreign "Influentials" - 518 299 303 . 309 . 258
Suttotal < 965 171 544 105 " 649 152 679 152 605 111
NEAR EAST/SOUTH ASIA ' 2
" Teachers/Researchers 78 102 43 62 51 . 104 37 85 73 70
Doctoral Scholars 424 58 -252 16 216 24 149 17 116 4
Foreign “Influentials" . - 207 . 144 174 _ 168 173
Subtotal 709 160 439 _78 461 128 354 102 362 74
Subtotal All Areas * 6094 1510 4163 833 4006 1120 3884 1182 3537 1065
Subtotal American and Foreign 7604 4995 512% ‘ 5066 4602
Other Grant Categories =~~~ 1168 - 923 i 510 471
| ! ° . .
TOTAL GRANTS AWARDED ' 8872 5324 5830 557¢ 5G73
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) EXECUTIVE OFFICE OF THE PRESIDENT
o 4ey] OFFICE OF MANAGEMENT AND BUDGET
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DATE: December 4, 1973

To: DAVID AARON )

FROM: =~ RANDY JAYNE, AD/NSIA

Attached is a copy of a memorandum Jim will be
sending to the President shortly on the ICA budget.
It would seem to me to be useful for us to try

to coordinate this memo's movement with your
submission of the ICA expansion plan. If you
agree, we should have our staffs work together

in the next few days to that end.

As you can see from this memo, we are skeptical
regarding the extent to which the ICA plan would
Jjustify the kind of additional funding which they
Mmmﬂzmrlﬁo. o o
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- SUSPENSE | NSC 7219

NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

December 4, 1978

2
)

MEMORANDUM FOR: Peter Tarnoff
' Executive Secretary
Department of State

" SUBJECT: Expanded'ICA Exchange Program

The NSC Staff would like to have State Department's

concurrence on the attached memorandum fﬁi the President

from John E. Reinhardt, Director, ICA. hegae ‘"g BAL | ,
f ! 5;{ - ﬂe«aLA‘LOé{)

o gaacl ocumseth S0 A we'll wo bold
Bl R

- a ’ !
Christine Dodson
Staff Secretary

Attachment
Reinhardt Ltr to
President, 11/30/78
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.. * MEMORANDUM

NATIONAL SECURITY COUNCIL

30 November 1978 -

ACTION . ‘
MEMORANDUM FOR: ZBIGNIEW | ZE\;ZINSKI k
FROM:  pauL B. HENZE z.*'
. i
SUBJECT: Expanded ICR-EXChange Program P

John Reinhardt is eager to demonstrate that his agency is
responsive to the President's desire to see exchange programs
expanded to make up for -the decline of the past decade. He
has prepared a decision memorandum for the President which
needs to go forward immediately if it is to be taken into
account in the current budget review process. I have pre-
pared a brief memorandum from you forwarding it to the
President /TAB (A)/ and recommending approval in principle,
but without locking the President into decisions on specific
budgetary allocations. If we are serious about expanding
exchanges, we should begin immediately (not wait until

FY 1980 or FY 1981) and the modest funds to do this can be
found in the current ICA budget. What is needed during the
first few months is not a lot of money, but careful develop-
mental work, country-by-country, to work up good_gﬂog:ams. :
unding needs for future years QEQ then-be-worKed out with h

MB? _~£§l§;g/EQ’QMB—abﬁut this and they have promised
to develggf%’ﬁun g—prapasal by the time the Presidential

revie he foreign operations budget ‘takes~place- onm_-“”,
5’556§;§ér.

RECOMMENDATION

That you send Reinhardt's memorandum forward to the President.

-

"Attachments

&El TABs (A) and .
1 ith att ‘and 2 .
(w1t1‘a s) ‘an | ’?“a Sw
- _ e




International
Communication » o
- Agency - |
United States of America . Of'fi:e of the Director
Washington, D.C. 20547 ,@’

;.
November 30, 1973
' ¥

s
€

MEMORANDUMVEOR: THE PRESIDENT

FROM: ' John E. Reinhardt -qﬁb«L
Director

The issue is whether, how, and in what time frame to expand
our academic and other exchanges programs.

In his memorandum to you of October 24, Dr. Brzezinski noted:
"our expenditures on the competition for ideas have not kept
pace with military outlays and we have a serious lag to make
good." Some indicators of the decline are at Tab B.

The problem is easily identified: funds appropriated to

these exchanges have not kept pace with inflation and the
decline of the dollar (academic exchange funds have de-
clined by 57% in constant dollars over the past decade).

With the shift in emphasis in our foreign assistance programs,
the focus has been on "basic human needs' at the expense of
higher education or international exposure. Private founda-
tions and academic institutions have curtailed their own
efforts in recent years. ‘

As a result:

-- All of our Western European exchange programs
are inadequately funded; 5-6 academic programs face the
possibility of extinction in the next several years.
Several European governments have indicated that, in the
absence of significantly increased U.S. funding, they
may begin to use their own contributions to these programs
for exchange with other countries. (We currently fund
only one full-year research grant for an American to all
of Scandinavia: the number of French grantees has fallen
in. 10 years from 309 to 67. The FRG attaches such high
political importance to these programs that it is now
funding 807% of exchanges with the United States; the
Bundestag appropriations committee, however, has sought




out our Ambassader to express its growing unhappihess at
the funding imbalance and to remind us_that the USG in 1974
committed itself to parity funding.)

—— We are forfeiting opportunities with emerging leadership
groups and institutions in the "upper tier" LDC's. Our programs
funded only 16 American scholarsg to Brazil in 1977, only 7

. American doctoral students in all of Africa, only 3 in Korea,

" none in Iran, none in Nigeria. Ten years ago we officially
hosted 1,000 influential younger Latin Americans; last year the
figure had dropped to 340.

— The U.S. has been criticized by the USSR and
Eastern European countries for not enlarging our exchanges in
fulfillment of the Helsinki Accords. Both Dante Fascell of
the CSCE Commission in Congress and Warren Christopher have
asked ICA to enmhance these programs. As a general proposition,
the Department of State has authorized us to express its strong
support for enhanced exchanges ptograms.
The fore301ng quantitative measures do not reflect the qualitative
decline. Influential foreigners, brought here to be impressed-by
the U.S., literally stay in third-rate hotels, travel in the
company of inadequately trained escorts and interpreters, or with
inadequate attention to their programs from overworked contract
agencies. The. average duration of academic sojourns has been
reduced, typically, from an academic year to a semester or less;
the value of stipends has eroded so dramatically as to make it
difficult to attract truly authoritative scholars; the value of
a grant for.a doctoral scholar 1s now, typically, the cost of an
airplane ticket. i

For 1979-80 we have reprogrammed $2.3 million from other ICA
activities into general exchanges; given that all of ICA's
activities are engaged in what Dr. Brzezinski calls '"the
competition for ideas" we are now robbing Peter to pay Paul.
Reprogramming on a scale commensurate with the needs outlined in
this memorandum would represent radical--and not necessarily
corrective--surgery.

In our view, these exchanges programs should have three goals:
(a) To assure; now that it is clear the United States
cannot overwhelm its foreign problems by throwing resources at
them, that there is an adequate cadre of trained and sensitive
Americans to 3331st this country to live by its internatiomnal

wits; -




(b) To assure that over the next generation there are
successors to the 38 heads of state or govermment who are
currently alumni of these programs (or the 11 members of
the current Indonesian cabinet, or the 10 of the current
French cabinet);

(c) To assure that there are enduring personal or
institutional links between influential Americans and
foreigners of the kind and quality which can facilitate
cooperative address to major international problems and a
reciprocal appreciation of values and ideas.

As a result of your reaction to Dr. Brzezinski's memo, we
have developed a possible "Program for the '80's". From
the 1979 level, and at eventual full funding, the program
would represent approximately a $44 million increase in
our current exchanges budget of $32 million. The increase
would be composed entirely of program funds; there would
be no net addition to ICA staff, We would propose that

- the increase be phased in over a four-year period (doing
so would respond to the congressional request in our 1979
Authorization Act: that you submzt a multi~year program to
enhance exchanges) :

We believe that any new funds should be apportioned
accordlng to the following prlorltles (the rationale for
which is at Tab A). .

(a) The technologically advanced and/or democratic
societies, in order to contribute to a solld "rear area"
in the years ahead

(b) Eastern Europe, the USSR and the PRC;
(¢c) the "upper tier" LDC's;
(d) Southern Africa and the Middle East;

(e) Special attention to Mexico (and, to a lesser
degree, Canada). ‘

We will continue to operate exchanges programs in the
poorer LDC"s, which will also benefit by your recently
proposed program of Humphrey Scholarships for younger
public servants nominated for one-year "topping off"
educational experiences in the United States. But the
preponderance of incremental funds would be applied as
outlined above, particularly in the field of academic
~ exchanges.




In addition, we would propose a substantial expansion of

an existing small program under which young American public
officials (elected and appointed from local, state and
federal levels) are exposed to selected forelgn societies.

. The current program, administered by the bi-partisan American
Council of Young Political Leadéis, for example, has focused
on the USSR and has created an impressive network of
- personal relationships among emerging figures in both countries.

* We would propose not only to increase the numbers of American
and foreign public officials participating in this kind of

_program, but to enhance the learning experience by building
short "bursts" of academic study into it.

The proposed "Program for the '80 8'" is explained in greater
detail at Tab A. '

Since ICA could not prudently administer the total sums
required for these programs were the funds to become avail-
able iIn any given fiscal year, we recommend phasing them

" in over four years.

We recommend approval of the program at Tab A and that

it form the basis for the required report to the Congress
early next year. If you approve, we will draft the report
for White House con31deratlon..

Approve - ~ Disapprove

We would recommend first-year attention to: (1) a partial
restoration of the exchanges programs with the technologi-
cally advanced/democratic societies; (2) Eastern Europe and
the USSR (so as to position ourselves for Madrid 1980);

(3) a radically expanded program involving young American and
foreign public leaders. We would also hold a small reserve
fund so that we can take advantage of opportunities in the
PRC.

Flrst-year costs for these purposes would require $6.25
million.

Approve ~ Disapprove

e
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